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Abstract 
In the post-liberalization frame, employment generation in rural non-farm sector has shown a considerable growth at an all-India 
level but in Maharashtra the growth of employment in this sector has been a bit stagnant. The present study has been undertaken 
with the objective of examining the structure, growth and developmental potentials of non-farm activities for employment 
generation in rural Maharashtra and the determinants of entry into this sector employment in the post-liberalization period since 
Maharashtra is one of the most urbanized states in India and also a state with maximum incidences of farmer suicides. Based on 
the unit level National Sample Survey data on employment and unemployment for four quinquinnial rounds 50th, 55th, 61st and 
66th, it has been observed that majority of the non-farm workers in the state belonged to the Inland Western region in the post-
liberalization frame comprising of Pune, Ahmadnagar and Sholapur districts. Gender disparity with regards to employment in 
rural non-farm sector has been observed as the employment share is dominated by the males while the females constitute a very 
low share of employment in the same. Employment in trade, hotels and restaurants has seen a considerable increase mainly for 
the male workers, followed by construction sector. Caste status, proxied by social groups categorized as Other Backward Classes 
have majority of employment in this sector but their educational levels have been quite low as compared to the “others” in the 
social groups. This puts forward the role of education and other skills required to obtain economically viable jobs in this sector. 
The paper thus suggests implementation of proper education and training programmes keeping into account the local conditions 
of the region of the state to enhance the skills of the rural population which would benefit and provide better possibility of getting 
employment in non-farm sector. 
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1. Main text  
Rural non-farm sector (RNFS) is being given wide recognition in recent years as an instrument for alleviating rural 
poverty and providing gainful employment to the growing rural workforce. The significance of the RNFS can hardly 
be denied when seen in relation with the increasing saturation in growth of agricultural employment and the growing 
rural-urban divide in a globalizing India. The sector helps in creating “in-situ jobs” associated with higher wages, 
which can also create opportunities especially for women and can act as the vehicle for reduction of gender gaps in 
the rural India (M. Jatav and S. Sen 2013). 
 
The paper is structured as follows. Section 2 deals with the selected review of literature. Section 3 deals with the 
data and concepts used in the study.  Section 4 draws a profile of growth and structure of rural non-farm 
employment (RNFE) in Maharashtra. Section 5 deals with the determinants of entry into non-farm sector 
employment in rural Maharashtra based on the unit level data provided by the NSS followed by conclusions in the 
final section. 
 
2. A Selected Review of Literature 
 
Rural employment in India has been synonymous with the employment in agriculture sector; however, with the 
demographic pressure on land and limited opportunity of expanding cultivated area, role of non-farm sector is 
becoming important. The small base of non-farm sector and large rural population, in fact, indicates towards 
employment potential in the rural non-farm sector (Jha, B.). The nature, extent and trends of diversification in rural 
employment at an all-India level have been studied by several researchers (Vasaria & Basant, Lanjouw & Murgai) 
and most of them have concluded that the share of non-farm sector has been increasing over time as the capacity of 
the agricultural sector to absorb the growing rural labourforce had almost reached its upper limit. 
 
There is a large heterogeneity associated with the definition of RNFE wherein some studies consider RNFE to 
include activities that are outside primary agriculture, forestry, animal husbandry and fisheries, whether carried out 
on one’s own farm or as labour on others farm (Dasgupta, et.al. 2004). There are two alternative approaches that 
need to be considered with regards to defining this sector. The first is the locative approach wherein the primary 
criterion is that the RNF activity is performed in a location which falls within a designated rural area whereas the 
second approach is based on linkage where an industrial enterprise generates significant development linkages with 
the rural population. This heterogeneity poses a problem especially in cross country comparisons, therefore the 
scope of this sector, growth and structure and the analysis is specified by the definition taken into consideration 
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which considers RNFE to include all economic activities in which the rural workforce is employed, other than 
agriculture and allied like animal husbandry, fishing, forestry and plantations. (Unni, J., Abraham V., Ranjan S.) 
 
In order to understand the nature of employment opportunities that exist in rural India in the post liberalization 
frame, it becomes important to analyse the relative importance of pull and push factors that mobilize the workers to 
enter into different economic activities (M. Jatav and S. Sen 2013). Eapen (1994) analysed that in Kerela it is the 
increased level of literacy and social development rather than stagnation of agriculture that led to a shift of workers 
from agricultural sector to non-agricultural sector. Ranjan (2009) revealed that in Uttar Pradesh, agricultural 
prosperity had a limited role in the promotion of non-farm employment and the growth in non-farm employment 
was the due to the inadequate expansion of employment opportunities in agriculture. Murty (2005), based on 
Vaidyanathan’s (1986) views about the sector being termed as residual in nature, analyzed that RNFS certainly acts 
like a residual sector as it is performing the “safety-net function” by absorbing those who fail to find employment in 
agriculture and thus the sector needs to be promoted and Basant (1994) found no evidence of rural non-farm 
employment in Gujarat due to distress driven diversification. Therefore, the reasons for a households’ participation 
in RNFE depends on a number of factors. Several studies on determinants of employment in RNFE in India (V. 
Abraham, Anjani Kumar & et.al., Lanjouw & Rinku, Lanjouw & Shariff) and in states like Uttar Pradesh (Ranjan, 
2009), East India (Kumar, A. 2009), Gujarat (Dixit 2009), Himalayas (Micevska & Rahut 2008) have put forward 
that individual characteristics like age, gender, education level both general and technical; household characteristics 
like social group, household size, asset ownership, gender and age of household head along with regional/ locational 
variations are important determinants for entry into this sector employment.  
 
Various studies have made important contributions in the understanding of employment in the rural non-farm sector 
especially at the all-India level. However, there are not many such studies for Maharashtra in particular, which is 
also the most populous state in the country. Against this backdrop the paper aims to understand the nature, extent 
and patterns of growth of employment in this sector and various determinants of entry into this sector employment 
in Maharashtra in the post-liberalization frame taking into account the latest data available on the subject. 
 
3. Data and Concepts 
 
Analysis and results in this paper are based on the unit level data from the different rounds of surveys conducted by 
the National Sample Survey Organization (NSSO) on employment /unemployment. The data were taken mainly 
from the four quinquennial rounds of the NSSO, pertaining to the years 1993-94 (50th round), 1999-2000 (55th 
Round), 2004-05 (61st round), and 2009-10 (66th round). However instead of using the data available in the 
published NSSO reports, unit level data has been extracted from the CD provided by the NSS. Data for 66th Round 
has been used for analyzing the determinants of employment for the rural workers usually employed taking into 
account both principle and subsidiary statuses in the age-group of 15-59 years in the non-farm sector.  
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The primary objective of this paper is to understand the pace and the patterns of RNFE in Maharashtra in the post 
reform frame and to identify the determinants of employment in this sector mainly focusing on the process of 
change; however, the reason for this change has not been looked into this study. 
 
4. RNF Employment Profile in Maharashtra 
 
In rural areas, employment growth has been divided between the farm and non-farm sectors. Table 1 shows the 
composition of rural employment in Maharashtra in per cent. The proportion of workforce dependent on agriculture 
has marginally declined over time from 1993-94 to 2000-10 as against an increase of 3.2% in the non-farm sector 
during the same period. 
 
Table 1: Composition of Rural Employment (ps+ss) in Maharashtra (%) 
 
Sector 1993-94 1999-00 2004-05 2009-10 
Agriculture & Allied 82.6 82.6 80.00 79.4 
Non-Agriculture 17.4 17.4 20.1 20.6 
Source: Own estimates based on various relevant NSSO rounds on Employment & Unemployment. 
 
Table 2 based on the NSS data from the 38th, 50th, 55th, 61st and 66th rounds, provides a snap shot for over 25 years 
about the growing importance of rural non-farm sector (RNFS) in India and Maharashtra. At the all-India level, the 
share of non-farm sector in total rural employment has increased consistently over time, from 19 per cent in 1983 to 
22 per cent in 1993-94, and further to about 32 per cent in 2009-10. In Maharashtra, the share of non-farm sector in 
rural employment has increased, from 14 per cent in 1983 to 20.6 per cent in 2009-10. It is explicitly clear from 
Table 2 that there has been a shift in employment from farm to non-farm sector during the period 1983 to 1993-94 
and this pace of shifting accelerated during the period 1993-94 to 2009-10 at an all India level but has been quite 
stagnant in Maharashtra. This needs to be researched further as it has raised some important and relevant questions. 
Is it that non-farm sector has not delivered on its ability to provide employment to the ever increasing rural 
workforce thus forcing them to continue in agricultural sector? Or is it because the agricultural sector has shown 
more growth and stability as compared to the non-farm sector that people remained stuck to it? However, it still 
seems to be a major challenge to shift the rural people towards non-farm activities as the share of agricultural sector 
in national income is decreasing relatively at a faster pace.   
 
Table 2: Usual (ps+ss) Status Rural Non-Farm workers (%) 
 
 1983 1993-94 1999-00 2004-05 2009-10 
Maharashtra 14.3 17.4 17.4 20.1 20.6 
All India 18.6 21.7 23.7 27.4 32.1 
Source: Estimates based on NSSO Employment & Unemployment Reports (38th, 50th, 55th, 60th and 66th Round) 
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4.1. Gender-Wise Trends 
 
In rural employment, the gender dimension is more important because female workers are more concentrated in 
agriculture. Unfortunately, both male and female participation has remained quite low in RNFS with about 25% 
males in 1993-94 that increased to 29.1% in 2009-10 but for females it was 8.8% in 1993-94 that increased to 9.4% 
in 2004-05 but decreased to 7.8% in 2009-10. Of the total RNF workers (refer Fig. 1), about 75% were males while 
25% were females in 1993-94 that increased to 79.2% for males and decreased to 20.8% for females in 2009-10. It 
becomes significant to understand the sectoral distribution of RNFE at the state level to understand the participation 
of both males and females separately in the various sub-sectors of RNFS. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 1: Gender-wise Usual (ps+ss) Status Rural Non-Farm Workers in the age-group 15-59 years (%) 
Source: Based on various relevant NSSO rounds on Employment & Unemployment. 
 
Table 3 lays down the sectoral distribution of rural workforce from 1993-94 to 2009-10. Manufacturing continued to 
be one of the largest mainstay of non-farm employment. However, trade, restaurants and hotels emerged the main 
source of employment in non-farm sector followed by a rise of employment proportion in the construction activities. 
Public Admin, Community services etc. employed a substantial proportion of 4.8% of workers in 1993-94 but its 
share decreased to 3.7% in 2009-10.Ttransport and communications sector also gained in importance and registered 
an increase from 1.1% in 1993-94 to 2.3% in 2009-10. Mining and quarrying and electricity, gas and water, 
employment of both male and female workers, remained marginal as well as static during the whole period. 
 
A comparison of the sectoral distribution in non-farm employment separately for males and females brings out the 
following similarities and dissimilarities. Both the male and female workers were mostly employed in the 
manufacturing sector. The differences between the male and female employment trends are visible for sub-sectors 
like trade, hotels and restaurants and construction. Furthermore, only male workers were present in transport and 
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communications and their share rose during the period. The number of female workers was negligible. It becomes 
necessary to identify and provide for additional employment opportunities in non-farm sector for females in order to 
increase their participation in the same. 
 
Table 3: Sectoral distribution of employment (ps+ss) in RNFS (%) 
 
Sectors 1993-94 1999-00 2004-05 2009-10 
1 2 3 4 5 
 Rural Persons 
Non-Agriculture 17.4 17.4 20.1 20.6 
Distribution within non-agriculture: 
Mining & Quarrying 0.4 0.1 0.3 0.3 
Manufacturing 5.0 4.9 5.6 4.7 
Electricity, gas & water 0.2 0.2 0.1 0.2 
Construction 2.4 2.3 2.9 3.8 
Trade, hotels & restaurants 3.3 3.8 4.7 5.0 
Transport & communication 1.1 1.8 2.3 2.3 
Financial, insurance etc services 0.4 0.3 0.5 0.6 
Public Admin, Community 
services etc. 
4.8 3.9 3.7 3.7 
 Rural Males 
Non Agriculture 24.8 26.2 28.6 29.1 
Distribution within nonǦagriculture: 
Mining & Quarrying 0.5 0.2 0.4 0.5 
Manufacturing 6.6 7.0 7.6 6.3 
Electricity, gas & water 0.3 0.4 0.2 0.3 
Construction 3.4 3.4 4.2 5.6 
Trade, hotels & restaurants 4.5 5.7 6.6 6.9 
Transport & communication 1.9 3.2 4.0 3.8 
Financial, insurance etc services 0.7 0.6 0.8 0.9 
Public Admin, Community 
services etc. 
6.9 5.7 4.8 4.8 
 Rural Females 
Non agriculture 8.8 6.1 9.4 7.8 
Distribution within nonǦagriculture: 
Mining & Quarrying 0.2 0.1 0.1 0.1 
Manufacturing 3.0 2.2 3.1 2.1 
Electricity, gas & water - 0 0 0 
Construction 1.2 0.9 1.3 1.2 
Trade, hotels & restaurants 1.8 1.3 2.3 2.1 
Transport & communication 0.1 0 0.1 0 
Financial, insurance etc services 0.1 0 0.1 0 
Public Admin, Community 
services etc. 
2.4 1.6 2.4 2.3 
Source: Own estimates based on various relevant rounds of NSS data on employment & unemployment. 
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4.2. Employment Status of Rural Non-Farm Workers 
 
A feature prominent to the Indian employment situation is that a large part of reported employment is composed 
either of the self-employed or casual labour. The regular salaried employees/wage labourers form only a small 
proportion of the total workforce, particularly in rural areas. In Maharashtra, in 1993-94, the proportion of self-
employed was 41.2% followed by regular salaried at 32.2% and a small portion of 26.5% workers as casual labours. 
Over the years, this situation has changed with 37.3% of rural non-farm workers now engaged as casual labours in 
2009-10, followed by self-employed at 33% and regular salaried and wage labours at 29.3%. The figures clearly 
suggest that over a period of time, casualization of rural workforce is taking place in the NFS in the state and the 
proportion of regular salaried has been decreasing.  
 
Table 4: Usual Principal Status Rural Non-Farm workers in 15-59 years (%) 
Employment Status 1993-94 1999-00 2004-05 2009-10 
Self-Employment 41.2 35.2 43.5 33 
Regular Salaried 32.3 34.2 30.8 29.3 
Casual Labour 26.5 30.6 25.7 37.7 
Source: Computed from unit level data on Employment & Unemployment supplied by the NSSO. 
 
4.3. Regional Variations 
 
We find considerable regional variations across the state. Table 5 highlights the following regional differences in the 
distribution of RNFE. The data shows that the Inland western region of Maharashtra which comprises of Pune, 
Ahmadnagar and Solapur has the highest number of workers in RNFS over the years followed by Inland Central and 
Coastal region. It becomes essential to examine the various non-farm activities carried out in these regions and 
understand their role in the employment generation in RNFS which is beyond the scope of this paper.  
 
Table 5: Regional Distribution of Rural Non-Farm Employment UPSS 15-59 years in Maharashtra (%) 
 
 Coastal Inland Western Inland Northern Inland Central Inland Eastern Eastern 
1993-94 16.2 35.8 10.6 17.5 9.8 10.0 
1999-00 15.4 38.0 10.2 13.3 15.4 7.8 
2004-05 14.8 32.8 11.4 17.7 13.4 10.0 
2009-10 15.2 26.0 13.7 19.4 11.5 14.2 
Source: Computed from unit level data on Employment & Unemployment supplied by the NSSO. 
 
4.4. Social Groups 
 
In rural areas, the caste structure plays an important role in the determination of activities, especially in the non-
agricultural sector. In Maharashtra over the years castes characterized as “others” who pursued non-farm activities 
came second followed by scheduled castes (SC) and scheduled tribes (ST). The Other Backward Classes (OBC) 
mainly pursued rural non-farm activities in 2004-05 and 2009-10. There were nearly 42.3% of OBC non-farm 
workers at the state level in 2000-10. The ST workers were the last in the category in the same time period. Studies 
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have looked at education being one of the driving factors towards employment in this sector; therefore 
understanding their education levels seems to be essential.  We have noted (refer Annexure A) that over the years, 
most of the non-farm workers in the state belonged to OBC category and nearly 40% of them had studied up to 
middle level. Only a small proportion had studied beyond higher secondary and graduate level. Educational standard 
amongst the SC and ST has been low but higher standards have been observed for the socially better off classes 
categorized as “others”. Amongst them, nearly 20% were graduate and above in 2009-10 which points out that most 
of the better educated non-farm workers in Maharashtra belonged to “others” category thus more likely to be 
employed in economically viable jobs as compared to the poorly educated non-farm workers belonging to socially 
backward classes.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 2: Usual (ps+ss) Status Rural Non-Farm Workers in the age-group 15-59 years (%) 
                               Source: Computed from unit level data on Employment & Unemployment supplied by the NSSO. 
 
5. Determinants of RNFE in Maharashtra 
 
Unit level data for 66th Round on Employment & Unemployment has been used to analyze the determinants of 
employment in this sector in Maharashtra. The data has been used with multiplier. Total number of observations for 
rural employment in Maharashtra is 18715 individuals. After cleaning we get 8523 observations in the Usual Status 
(principal and subsidiary) which further gives us 7471 observations in the 15-59 years age-group. All the analysis 
done is based on this dataset. 
 
The dependent variable was a binary variable and the independent variables were a mix of individual, household and 
regional variables, the multivariate logistic regression given in Equation (1) was used: 
Y = ln[ p /( p −1)] = βo +ΣβiXi …(1) (Gujarati, 2002) 
 
where, p represented the probability that the persons were engaged in the non-farm activities and βs were the 
regression coefficients estimated by the maximum likelihood method. The explanatory variables used in the model 
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included gender (sex), age, general education, technical education, household size, land owned, land possessed, 
social group and regional variations in Maharashtra. 
 
It was hypothesized that females have less access to RNF activities. Younger workforce is hypothesized to be more 
keen on participating in RNF activities. Educational level has a positive impact on the participation of workers in 
RNF activities. Tech Education has been used as a proxy for skills where a positive relation between skills/ Tech 
Education and participation in RNF activities has been hypothesized. A positive relation between HH size and 
participation in RNF activities has been hypothesized. Households with larger farm size are hypothesized to have 
less probability of participation in RNFS. Regional variations also impact the employment in RNFE where the more 
urbanized regions or proximity to urban areas are hypothesized to have a positive impact on employment in non-
farm sector.  
 
The results of the Binary Logit model have been attached in Annexure B.  
 
Binomial Logit Model Analysis 
 
x Results show the probability of male employment in non-farm activities is more as compared to the 
females. The females are less likely to get engaged in rural non-farm activities in Maharashtra and their 
engagement in agriculture & allied activities is much more; which accepts the hypothesis. 
 
x Younger generation was hypothesized to be more keen on participating in rural non-farm activities but our 
results show that in rural Maharashtra a positive effect of age on the probability of employment in RNFS 
indicating that elder people are open to taking up RNFS activities. Abraham 2011 put forward that in India 
as age increases the odds favor more the non-farm sector rather than the farm sector in a distressed region. 
Age is a highly significant variable in explaining the probability of an individual working in the distressed 
regions to join the non-farm sector. 
 
x Gen Education has shown a positive impact on employment in RNFS where a higher level of general 
education shows a higher probability of employment in RNFS.  
 
x Technical Education taken as a proxy for skills has also shown a positive impact on the probability of 
employment in RNFS where a higher level of technical education leads to a higher probability of 
employment in this sector. 
 
x Household size has shown a negative impact the probability of employment in non-farm sector. A similar 
observation was made by Abraham 2011 for rural households at an all-India level. As the size of the 
household increases, the probability of engagement in non-farm sector decreases which points out that 
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larger households with more number of dependents and pressure on existing household resources, get 
engaged in agriculture and allied activities. Here access to education and skills play an important role as 
better households can have better access to the skills and education required, therefore get engaged in non-
farm activities.  
 
x A negative effect has been observed between land ownership and size of land holdings and the probability 
of employment in RNFS implying that landless and small farm owners take to RNFS which can be due to 
distress. 
 
x In case of regional variations, the results show the probability of employment in rural non-farm sector is 
very low in the Coastal Regions of Maharashtra comprising of Thane, Mumbai, Sub-urban Mumbai. On the 
other hand, Eastern region has a higher probability of employment in RNFS which throws a confusing 
picture as the coastal and inland western regions are more urbanized compared to other regions of the state 
and still the RNFS share in employment is very less. This trend points towards distress in the farm sector 
due to which rural people take up non-farm activities in the less developed regions of the state.  
 
x Caste plays a very important role in rural areas especially in access to various employment opportunities 
therefore it was essential to understand the employment potential in this sector with respect to social 
groups. STs have shown the highest probability of employment in RNFS followed by the SCs, OBCs and 
Others. This indicates that since land holdings are more with people in “others” category, they are less 
likely to be engaged in RNFS.  
 
6.  Conclusion 
 
This study attempts to understand the trends and patterns of growth of employment in RNFS in Maharashtra from 
1993-94 to 2009-10 and also analyze the determinants of entry into this sector employment based on 66th Round 
NSS data on employment and unemployment as this sector is being considered as a viable option to generate 
additional employment opportunities to the rural population, reduce their dependency on agriculture for livelihood, 
reduce rural-urban migration eventually reducing poverty in rural areas of the country.  
 
Rural employment in Maharashtra in non-farm sector has not shown any significant increase in the post-
liberalization frame even though Maharashtra is one of the most urbanized states’ of the country. Studies have linked 
the growth of employment in RNFS (Unni 1991, Shukla 1991, 1992, Eapen 1994) with the level of urbanization, 
however this has not been observed in Maharashtra as the less urbanized regions of the state have more engagement 
in RNFS compared to regions that are urbanized. This points out a distress driven employment RNFS in the state. 
Female participation has been quite low in this sector which suggests that opportunities for employment in this 
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sector should be enhanced for females to increase their participation in this sector. Here, the levels of education both 
general and technical play a key role. Higher education levels and better skills lead to better employment 
opportunities the non-farm sector. Therefore, proper education and training programmes should be implemented 
keeping into account the local conditions of the region of the state to enhance the skills of the rural population which 
would benefit and provide better possibility of getting employment in non-farm sector. 
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Annexure A.  
50th Round: UPSS 15-59 years General Education Level amongst the various Social Groups 
 
 
 
 
 
 
55th Round: UPSS 15-59 years General Education Level amongst the various Social Groups 
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61st Round: UPSS 15-59 years General Education Level amongst the various Social Groups 
 
 
66th Round: UPSS 15-59 years General Education Level amongst the various Social Groups 
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Source: Own estimates based on unit level data for various rounds of NSSO on Employment & 
Unemployment for Maharashtra obtained using SPSS software. 
 
